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An Open Letter to Congress: Competition Is the Key to Unlocking
More Choices and Lower Costs for Consumers of Video Services

July 26, 2005

Dear Member of Congress:

We the undersigned are writing to support efforts in Congress to bring
much needed competition to the communications marketplace for video
services. Vibrant commercial competition for video services - as it already
exists in virtually all other aspects ofthe communications industry - will
result in better services, lower prices, and superior quality for all American
consumers.

The combination of vigorous free market forces and new technologies is
finally beginning to create the kind of communications marketplace
promised to consumers when Congress passed the landmark
Telecommunications Act of 1996. This competition has spurred exciting
developments in communications services few would have envisioned or
predicted when the Act was passed almost 10 years ago.

Today cable companies and telecommunications providers are experiencing
a wholesale transformation of their business models as they increasingly
compete with each other to offer advanced services such as high-speed
broadband and innovative new phone services like Voice over Internet
Protocol.

However, while there is much to applaud in the sensible policies of
Congress and the current Administration to facilitate a competitive
communications industry, we believe there remains a series of formidable
obstacles with the potential to negate the many advantages of a truly
deregulated marketplace. Local franchise regulations, fees, and taxes on
both cable companies and new entrants in the video services market are
having the practical effect of impeding the spread of competition, thereby
depriving consumers of the economic benefits this process normally
provides.

Nowhere is this more apparent than in the area of video services. A
patchwork of outdated local regulations requiring franchise fees is creating
a substantial barrier to entry to potential new competitors, and preventing
existing providers from rolling out advanced video services to consumers.
As a result, cable TV providers continue to comprise the dominant and
often the only service for consumers in many areas of the country. Not
surprisingly, while rates for all other telecommunications services have
fallen or remained steady as competition has taken hold, cable prices have
increased by more than 85 percent in the last 10 years.

While the system of exclusive franchises granted to cable providers by
municipalities may have worked well for its time, today both cable and new
video service providers have the technical tools and market incentives to
offer consumers new products and services that are far superior to
traditional cable programming. To do so, however, they must be freed from
having to comply with more than 30,000 local franchise regulatory regimes
across the country.

This patchwork oflocal rules and regulations runs counter to the trend of
new investment and free market competition in telecommunications that
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Congress helped to unleash with the 1996 Act, The current regulatory
environment requiring cable companies and their potential competitors to
negotiate agreements with 30,000 local franchising authorities not only
discourages competition and the attendant benefits to consumers, it also
undermines attempts by new providers to offer a "bundled" package of
services that includes video, voice, and data,

As strong believers in the benefits of free markets and competition, we view
the debate on legislation such as the proposed Video Choice Act of2005 to
be a positive step towards clearing the regulatory underbrush created by the
current franchising system in the video services market. We hope you'll
agree that the national interest would be well served by freeing cable
providers and their new competitors from the burdensome system of local
franchise regulations, fees, and taxes that discourages competition in the
area of video services.

Congress can continue to move in this direction by ensuring that future
legislation removes regulatory barriers on communications services and
fosters an environment where companies compete for consumers based not
on local regulatory compliance, but on price, quality, and service,

Sincerely,
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California



Center for Freedom and Prosperity
Andrew Quinlan, President
Virginia

Center for Individual Freedom
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